•Payoffs take place (govt. payoff depends on a)
•Govt. receives private information about fundamentals (good with probability p, bad with probability 1-p)
•Govt. defaults or repays its debts using exogenous revenues
•Foreign creditors and third party agents update beliefs: p' = p'(x)
•Third party action (a) depends on p'
•Foreign creditors determine max lending to govt. and interest rate
•Govt. borrows from foreign creditors and produces public good t = 2 t = 1 t = 0
•Govt. borrows from foreign creditors and produces public good 
